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10-010.03P Depreciation: The Department recognizes depreciationas an allowable cost 
as reported on each facility's Medicare cost report and as determined allowable by the 
Medicare intermediary through application of Medicare principlesof reimbursement. 

10-010.03Q Recapture of Depreciation: A hospitalwhich is soldfor a profitandhas 
received NMAP payments for depreciation, shall refundto the Department the lower of

1. The amount of depreciation allowed and paid by the Department; or 
2. The product of 

a. 	 The ratio of Medicaid allowed inpatient days to total inpatient days; and 
asb. 	 The amountofgain on thesaledetermined by theMedicare 

intermediary. 

# ofMedicaid Inpatient days X Gain on Sale in $ = Recapture Amount 
Total # of Inpatient Days 

The year(s) for which depreciation is to be recaptured is determined by the Medicare 
Intermediary according to Medicare principles of reimbursement. 

10-010.03R Adjustment to Rate: Changes to Medicaid total allowable costs as a result 
of error, audit, or investigation may become the basis for adjusting current and/or prior 
prospective rates. The adjustment will be made backto the initial dateof payment for the 
period affectedbased on the rate as determined by the Department. Hospitals will receive 
written noticeof any adjustment stating the amount of the adjustmentand the basis for the 
adjustment. If the rate adjustment resultsin decreasing a hospital's rate, the hospital shall 
refund the overpayment amount as determinedby the Department to the Department. If 
the rate adjustment resultsin increasing a hospital's rate, the Department shall reimburse 
the underpayment amount as determined by the Departmentto the hospital. 

10-010.03S Lower Levels of Care: When the Department determines that a client no 
longer requires inpatient services but requires skilled nursing careand there are no skilled 
nursing beds available when the determination is made,the Department will pay only for 
authorized medically necessary skilled nursing care providedin an acute care hospital at 
a rate equalto the average rate per patient day paid by the Departmentto skilled nursing 
facilities during the previous calendar year. 
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When a Medicaid patientno longer requires inpatient hospital services and has requested
nursing home admission and is waiting for completion of the pre-admission screening 
process (PASP), the Department may pay for the PASP days the client remains in the 
hospital beforethe pre-admission screening processis completed at a rate equalto the 
average rate per patientday paid by the Departmentto skilled nursing facilities during the 
previous calendar year. The hospital shall request prior authorization fromthe Medicaid 
Divisionbefore the PASPdaysareprovided. The MedicaidDivision will sendthe 
authorizationto the hospital. The hospital shall bill for classof care 81 and enter the prior 
authorization document number from FormMG9 on Form HCFA-1450(UB-92).The claim 
for the PASP daysmust be separate from the claim for the inpatient days paidat the acute 
rate. The PASPdays will bedisallowedasacutecare daysandNMAP will paythe 
average rate per patient day paid by the Departmentto skilled nursing facilities during the 
previous calendar year for the PASP day. PASP days will not be consideredin computing 
the hospital's prospective per diem rate. 

10-010.03T Access to Records: Hospitals shall make all records relating to the care of 
Medicaid patients and any and all other cost information available to the Department, its 
designated representatives or agents, and/or representativesof the federalDepartment of 
Health and Human Services, upon reasonable notice during regular businesshours. 

Hospitals shall allow authorized representatives of the and Human Services Finance 
and Support, thefederal Department of Health and Humanservices and stateand federal 
fraud and abuse units to review and audit the hospital's data processing procedures and 
supportive software documentation involvedin the productionof computer-encoded claims 
submitted to the Department. The hospital shall allow the authorized representatives access 
for the purpose of audit and review atany reasonable time during normal working hours upon 
written notice by the Department at least one working day before the and audit. 

10-010.03U Audits: The Department periodically performs or receives cost report auditsto 
monitor the accuracy of data usedto set rates. Audits may be performed bythe hospital's 
Medicare intermediary,the Department, or an independent public accounting firm, licensed 
to do business in Nebraska and retained by the Department. Audits will be performed as 
determined appropriate by the Department. 

10-010.03VProviderAppeals:Ahospitalmaysubmitadditionalevidenceandrequest 
prompt administrative review of its prospective rate within 90 days of the rate notification 
date according to t he  procedures in 471 NAC 2-003 ff. A hospital may also request an 
adjustment to its rate (see 471 NAC ; O - O l O . O S ~ .  
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10-010.03W Request for RateAdjustments: Hospitals may submit a requestto the 
Department foran adjustment totheir rates for thefollowing: 

1. 

2. 


3. 

An error in the calculation of the rate. Hospitals may submita request for adjustment 
totheirrate if therate-setting methodology or principles of reimbursement 
established under the State Plan were incorrectly applied, or if incorrect data or 
erroneous calculations were usedin the establishment of the hospital's rate. 
Extraordinary circumstances. Hospitals may submita request for adjustmentto their 
rate for extraordinary circumstancesthat are not faced by other Nebraskahospitals 
in theprovisionofhospitalservices. Extraordinary circumstances are limited to 
circumstancesoccurringsincethe base year that are notaddressed bythe 
reimbursement methodology. Extraordinarycircumstances are limited to 
a. Changes in routine and ancillary costs, which are limited to 

(1) intern andresident related medical education costs;and 
(2)Establishmentof a certified Level Ill NICU; 

b. 	 Extraordinary capital-related costs. Adjustment for capital-relatedcosts will be 

limited to no more than a five percent increase. 

Catastrophic circumstances. Hospitals may submit a request for adjustment to their 

rate ifthey incur allowable costs
as a consequence ofa .natural orother catastrophe. 
Thefollowingcircumstances must bemet to beconsidered a catastrophic 
circumstance: 
a. occurrence;One-time 
b.Lessthantwelve-monthduration; 
c.Couldnothavebeenreasonably predicted; 
d.Not of an insurablenature; 
e.Notcoveredby federal or state disaster relief; 
f. Not a result of malpractice or negligence. 

In all circumstances, requests for adjustmentsto rates must be calculable andauditable. 
Requestsmustspecifythenatureof the adjustment sought and the amount of the 
adjustment sought. The burden of proof is thatof the requesting hospital. 

If an adjustment is granted, the peer grouprates willnot be changed. 

In making a request for adjustment forcircumstances other than a correction of an error, 
the requesting hospital shall demonstratethe following: 
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1. 	 Changes in costs are the result of factors generally not shared by other hospitals 
in Nebraska,suchasimprovements imposed by licensing or accrediting 
standards, or extraordinary circumstances ,beyondthe hospital's control. 

2. 	 Every reasonable action hasbeen taken by the hospital to mitigate or contain 
resulting cost increases.The Department may request thatthe hospital provide 
additional quantitative and qualitative datato assist in evaluation ofthe request. 
The Department may require an on-siteoperational review of the hospital be 
conducted by the Departmentor its designee. 

3. 	 Theratethehospitalreceives is insufficient to provide care and service that 
conforms to applicable state and federal laws, regulations, and quality and 
safety standards. 

Requests for rate adjustments mustbe submitted in writing to the Administrator, Medicaid 
Division, Health and Human Services Finance and Support. Requests mustbe received 
within 45 days after oneof the above circumstances occursor the notificationof the facility 
.	of its prospective rates. Upon receiptof the request, the Department shalldetermine the 
need fora conference with the hospital andwill contact the facilityto arrange a conference 
if needed. The conference, ifneeded, must be held within 60 days of the Department's 
receipt of the request. Regardless of the Department's decision, 'the provider will be 
afforded the opportunity fora conference if requested for a full explanation of thefactors 
involved and the Department's decision. Followingreview of the matter, the Administrator 
shall notifythe facility of the action tobe taken by the Departmentwithin 30 days of receipt 
of the request forreview or the date of the conference, except in circumstances where 
additional informationis requested or additional investigationor analysis is determined to 
be necessaryby the Department. 

If rate relief is granted as a result of a rate adjustment request, the relief applies only to 
the rate year for which the request is submitted (except for corrections of errors in rate 
determination). Ifthe provider believes thatcontinued rate relief is justified, a request in 
any subsequent year may be submitted. 

Under no circumstances shall changesin rates resulting from the requestprocess result 
in payments to a hospital that exceed its actual Medicaid cost, calculated in conformity 
with this Medicaid cost calculation methodology. 

10-010.03X Administrative Finality: See 471 NAC 3-001.09. 
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The State has in place a public process w h i c h  complies with the requirements of Section 
1902(a)(13)(A) of the Social security Act. 



 ST^ OFNEBRASKA 
E. BENJAMIN GOVERNORNELSON, 

DEPARTMENT AND supportOF FINANCE 

December 8, 1997 

Richard P. Brummel 
Associate Regional Administrator for Medicaid 
Room 227, Federal Office Building 
601 East 12th Street 
Kansas City, MO 64106-2898 

Dear Mr. Brummel: 

The enclosed Plan Amendment MS-97-10 addressesour nursing facility payment rate 
methodology for services to Nebraska Medicaid clients. This amendment replaces provisions of 
Section 12-011.07J of the State Plan by creating a proportionate share pool which will increase 
payment to Nebraska city and county owned nursing facilities. Werequest your approval of this 
State Plan change, with an effective date of January 1, 1998. 

PUBLIC PROCESS FOR DETERMINATION OF RATES OF PAYMENT:. 

The Statedeveloped these rates of payment for nursing facility servicesunder a public process 
which complies with provisions of the Social Security Act Section 1902(a)(l3)(A). 

NURSING HOME REFORM REQUIREMENTS: 

Nebraska StatePlan AmendmentMS 92-12, Addendum ##2,details the specific methodologyused 
in determining the adjustment in payment amounts for OBRA 87 requirements as required by 

., Section 4801(e)(l)(B) of OBRA 90. This Addendum is still applicable and in effect, although we 
assume that all costs of complying with OBRA 87 are now reflected in reportedcosts. 

AVERAGE LTC PAYMENT RATES: 

In order to compute the fiscal impact of this Plan change,the following criteria were used: 

1. as is stated in the Plan, an estimated pool is created for each Nebraska reporting 
period and then settled retroactively. The reporting period is July 1, through June 30; 

2. attachment A shows the calculation of the Nebraska proxy for the Medicarecost limit 
for the cost report period beginningJuly 1, 1997; 
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3. attachment B calculates the transfer amount to be paid to city and county owned 
~ 	 facilities. Two assumptions are necessary in order to estimate the pool amount which will 

be paid to facilities for the 7/1/97 to 6/30/98 cost report period: 1) known payments for 
calendar year 1996 were increased by 7.5%, and 2) known inpatient days for calendar 
year 1996 were decreased by 2%. 

4. 	 because this proposed Plan amendment is effective January 1, 1998, the estimated 
pool is prorated to one-half (for the January 1, 1998 through June 30, 1998 time period) 
for the initial distribution, which is to occur on or about April 1 , 1998. 

In summary: 

Average Rate 
Before After Inpatient Total Payments 

Provisions of 12-011.07J days Before -After 

Type of Facility: 

Governmentat 
$1Nursing Facilities 433,526 $ 36,564,939 $ 66,363,094 

Governmental Hospital
$1 8Based Facilities 64.99225,092 $ 21,649,926 $ 37,137,721 

All $1 Facilities03,500,815 5 57.1 $1 

Non-govemmental 
$1Nursing Facilities $83.39 $187,914,417 

Non-govemmental 
Based Facilities $109.53 $109.53Hospital 181.891 $ 19,922,617 $ 19,922.617 

', Totals $266,051,8993,093,901 $311,337,849 

Transfer Amount $45,285,950 

Note: Averages and totals are before 'paid from other sources' is taken into account. This is necessary for comparison 
the 'Medicare skilled nursing facility routing service cost limits' (proxy for Medicare Upper Limit). 

Average Payment Before Transfer $85.99 
Per Day Cost of Transfer 14.64 

Average Payment Including Transfer $100.63 . 

'Average Medicare Cost Limit $115.05 
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If you have any questions regarding this State Plan Amendment, please contact Tom Folmer at 
(402) 471-9202. 

,Sincerely, 

Ric Compton, MPH 

Director 

MedicaidDivision 


Enclosures 




Component.  
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, Attachment A 

NEBRASKA PROXY FOR MEDICARE COST LIMIT 
COST REPORT PERIOD BEGINNING JULY I ,  1997 

Provider Type/Location Labor Non-Labor Total Adjustment Adjusted OBRA Total 
Component' Factor Total Add-on 

Freestanding: 
MSA $88.45 $18.99 $107.44 1.02481 $110.11 $2.20 $1 12.31 
Non-MSA $89.81 $15.16 $104.97 1.02481 $107.57 $2.20 $109.77 

Hospital Based: 
MSA $124.76 $26.45 $151.21 1.02481 $154.96 $2.20 $157.1 6 
Non-MSA $114.31 $19.01 $133.32 1.02481 $136.63 $2.20 $138.83 

'SNF Routine ServiceCost LimitsEffectivefor Cost Reponing Periods beginning onor after 10/1/96 
"Cost Reporting Year Adjustment Factor for Cost Reporting Period beginning7/1/97 

Note: Cost information from Mutual of Omaha Companies Medicare Newsletter,SNF 96-26,October 1996 

data\proxy 
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-T 1 20,139,466 229,686 21,649,92696.18 I 11,136,835 
-	 le Governmental Rate after Transfer 157.15 
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(Non-govemmental NFs from Rosteras of March 31,II997) 
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Adams Gold Crest Retirement Center 579,003 622,428 7,352 I 7,205 86.39 109.77 168,460 

Anworth comm Care of America 856,520 920,759 11,061 I 10,840 84.94 109.77 269,124 

Albion Wolf Mem Good Sam 716.919 770,688 10,558 ! 10,347 74.49 109.77 365,085 
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